RBS and RUS, USDA

§4279.102

The definitions and abbreviations in
§4279.2 of subpart A of this part are ap-
plicable to this subpart.

Definitions.

§§4279.103 Exception authority.

Section 4279.15 of subpart A of this
part applies to this subpart.

§4279.104 Appeals.

Section 4279.16 of subpart A of this
part applies to this subpart.

§4279.105-4279.106 [Reserved]

§4279.107

For all new loans there are two types
of non-refundable guarantee fees to be
paid by the lender. The fees may be
passed on to the borrower. The fees
may be forwarded to the Agency
through an electronic funds transfer
system or, at the Agency’s discretion,
by a check payable to USDA using a
USDA-approved form.

(a) Initial guarantee fee. The initial
fee is paid at the time the Loan Note
Guarantee is issued. The fee may be in-
cluded as an eligible loan purpose in
the guaranteed loan. The fee will be
the rate (a specified percentage not to
exceed 2 percent) multiplied by the
principal loan amount, multiplied by
the percent of guarantee. Subject to
specified annual limits set by the
Agency, the initial guarantee fee may
be reduced to 1 percent if the bor-
rower’s business supports value-added
agriculture and results in farmers ben-
efiting financially, or

(1) Is a high impact business develop-
ment investment in accordance with
§4279.155(b)(5), and

(2) Is located in a rural community
that:

(i) Is experiencing long-term popu-
lation decline and job deterioration, or

(ii) Has remained persistently poor
over the last 60 years, or

(iii) Is experiencing trauma as a re-
sult of natural disaster, or

Guarantee fees.

(iv) Is experiencing fundamental
structural changes in its economic
base.

(b) Annual renewal fee. The annual re-
newal fee is paid once a year and is re-
quired to maintain the enforceability
of the guarantee as to the lender.

§4279.108

(1) The rate of the annual renewal fee
(a specified percentage) is established
by Rural Development in an annual no-
tice published in the FEDERAL REG-
ISTER, multiplied by the outstanding
principal loan balance as of December
31 of each year, multiplied by the per-
cent of guarantee. The rate is the rate
in effect at the time the loan is obli-
gated, and will remain in effect for the
life of the loan.

(2) Annual renewal fees are due on
January 31. Payments not received by
April 1 are considered delinquent and,
at the Agency’s discretion, may result
in cancellation of the guarantee to the
lender. Holders’ rights will continue in
effect as specified in the Loan Note
Guarantee and Assignment Guarantee
Agreement. Any delinquent annual re-
newal fees will bear interest at the
note rate and will be deducted from
any loss payment due the lender. For
loans where the Loan Note Guarantee
is issued between October 1 and Decem-
ber 31, the first annual renewal fee pay-
ment will be due January 31 of the sec-
ond year following the date the Loan
Note Guarantee was issued.

[70 FR 57486, Oct. 3, 2005]

§4279.108 Eligible borrowers.

(a) Type of entity. A borrower may be
a cooperative organization, corpora-
tion, partnership, or other legal entity
organized and operated on a profit or
nonprofit basis; an Indian tribe on a
Federal or State reservation or other
Federally recognized tribal group; a
public body; or an individual. A cooper-
ative organization is a cooperative or
an entity, not chartered as a coopera-
tive, that operates as a cooperative in
that it is owned and operated for the
benefit of its members, including the
manner in which it distributes its divi-
dends and assets. A borrower must be
engaged in or proposing to engage in a
business. Business may include manu-
facturing, wholesaling, retailing, pro-
viding services, or other activities that
will:

(1) Provide employment;

(2) Improve the economic or environ-
mental climate;

(3) Promote the conservation, devel-
opment, and use of water for aqua-
culture; or
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